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New England Cities — Lawrence, Mass. 


Individual Income Payments in New England 
Jump 10.5 Per Cent in One Year 


This article contains the most recently available data on income payments to individuals and extends the analy- 


sis published in the MontHLty Review of October 1946. 
ments in 1946'' published in the August 1947 issue of the 


It is based upon an article entitled ‘State Income Pay- 


U. S$. Department of Commerce's SURVEY OF CURRENT 


Business, to which the reader is referred for more detailed data, for definitions and for methods of estimation. 


|g serier payments to individuals in the six New 
England states rose from $10,860 million in 1945 
to $11,995 million in 1946, thus registering a re- 
gional increase of 10.5 per cent which exceeded the 
nation-wide increase of 9.1 per cent. 

Since 1946 was the first full year after a ‘major 
war, it was essentially a year of reconversion. That 
the transition from wartime to peacetime economy 
was effected with a min- 


tional prosperity. Thus from 1919 to 1921 New 
England’s percentage share of the national income 
rose from 8.28 to 8.87 and from 1929 to 1932 it rose 
from 8.22 to 9.45. In all other years during the 
period from 1919 to 1945 — years characterized 
essentially by national expansion of activity — it is 
significant that New England experienced a relative 
decline in its share of the national income. 

This unusual but fav- 
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ments was in part due to 

inflation (consumer prices rose eight per cent be- 
tween 1945 and 1946, almost as much as the percen- 
tage increase in income payments). In this respect, 
dollar volume comparisons can be misleading. Fur- 
thermore, the unusual changes in the volume and 
distribution of income payments during the war 
years created problems of unbalance between geo- 
graphic areas, social classes, and industries which 
are still in the process of adjustment. 

New Bagland’s share of the nation’s income pay- 
ments increased from 7.00 per cent in 1945 to 7.08 
per cent in 1946. This increase in New England's 
relative position is contrary to the usual perform- 
ance of the region in a period of national prosperity. 
Yet it is typical of its past performance in postwar 
years of readjustment or in years of declining na- 


verted from civilian oc- 
cupations to training camps largely in the South 
and West, and New England’s nondurable manu- 
facturers became of relativelv less importance in the 
wartime economy. Consequently, from 1940 to 
1944 New England’s total income increased only 75 
per cent, compared with a national increase of 99 
per cent. New England's income from salaries and 
wages increased 93 per cent, compared with a na- 
tional increase of 112 per cent. New England's 
income from manufacturing salaries and wages in- 
creased 45 per cent, compared with a national in- 
crease of 77 per cent. Beginning with 1945 these 
shifts were largely reversed; regions which had ex- 
perienced the largest wartime gains began to show 
smaller gains or even losses because of the cutback 
in war activity, while regions which had exper- 
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ienced the smallest wartime gains began to show 
larger gains because of the return of workers and 
the redevelopment of peacetime industries. 


Per Capita Income 


Per capita income in New England in 1946 was 
$1,320, exceeding the national average of $1,200 
by 10 per cent. Regional differentials in per capita 
income can be expected to narrow as the lower in- 
come sections of the nation make a better adjust- 
ment of employment to their resources. Consider- 
able progress appears to have been made in this 
direction during the past several years. As the 
table on page 1 indicates, the differentials between 
national and regional per capita income have been 
growing smaller. 

In cross section, New England's 1946 income re- 
mained close to that of 1945. Salaries and wages 
accounted for 67 per cent of the total, or $878 per 
capita, compared with 62 per cent of the total, or 
$745 per capita, for thenation. Proprietors’ income 
rose to 12 per cent of the total, or $156 per capita. 
Because of the relatively slight importance of 
agriculture in this section, this amount remained 
considerably below the per capita proprietors’ in- 
come in the entire country of $242. New England's 
$178 per capita income from property remained well 
above the corresponding figure of $123 for the 
country, and constituted 14 per cent of income from 
all sources. Other income, chiefly from military 
and social security payments, amounted to $108 
per capita, or 8.2 per cent of the total. 


Trends by States 


An analysis of state-by-state trends in New Eng- 
land showed movements similar to those found in 
section-by-section analyses for the country. 

For instance, Connecticut, Rhode Island, and 
Maine benefited especially from war activities. 
The rate of increase from 1940 to 1945 of total 
income payments in each of these three states ex- 
ceeded the 75 per cent average increase for New 
England. Their respective shares of total national 
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income payments showed increases at some time 
during the period over their 1940 shares. On the 
other hand, Massachusetts, New Hampshire, and 
Vermont recorded less than the New England aver- 
age rate of increase during these years, and their 
respective shares of the national income continued 
to decline. 

These trends were reversed in 1946. Whereas 
total income payments in New England increased 
10.5 per cent from the previous year, those of Con- 
necticut, Rhode Island, and Maine increased only 
9.2, 5.2 and 8.3 per cent, respectively. Their per- 
centage shares of the total national income declined 
or, in the case of Connecticut, showed no change. 
But income payments in Massachusettes, New 
Hampshire, and Vermont exceeded the regional in- 
crease, showing gains of 11,18 and 16 per cent, re- 
spectively. Likewise, their respective shares of the 
national income increased. 

Massachusetts accounted for about half of New 
England's income payments. Its per capita income 
in 1946 was $1,356, of which 67 per cent was de- 
rived from salaries and wages. 

Connecticut accounted for about one-quarter of 
the regional total. Its per capita income of $1,465 
ranked seventh highest among all states in the 
nation. As in Massachusetts, 67 per cent of this 
income was derived from salaries and wages. 

Rhode Island and Maine each accounted for about 
eight per cent of the regional income. But whereas 
predominantly industrial Rhode Island derived 
68 per cent of its total from salaries and wages and 
only 9.9 per cent from proprietors’ income, pre- 
dominantly rural Maine derived 62 per cent from 
salaries and wages and 20 per cent from proprietors’ 
income. The per capita incomes in 1946 were $1,347 
for Rhode Island and $1,044 for Maine. 

New Hampshire received 4.5 per cent of the total 
regional income, amounting to $1,048 per capita. 
Vermont received 3.2 per cent of the regional total, 
or $1,085 per capita. As in the case of Maine, these 
relatively rural states derived smaller shares from 
salaries and wages and larger shares from pro- 
prietors’ income. 
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Uptrend in Construction of N. E. Homes 
Is Accompanied by Rising Prices 


|B sricteiees certain buyers’ resistance to mounting 
construction costs, a late-season spurt in New 
England home building is evidenced in reports of 
the Bureau of Labor Statistics. 

A study of the current building construction 
picture, as contrasted with the situation early in 
1946, indicates that construction starts have finally 
taken an upward turn following an unexpected 
slump earlier this year. The trend in building con- 
struction can best be illustrated by a comparison 
of national figures on dwelling units started in 1946 
and 1947. For example, in March of this year there 
were actually fewer new starts than in March 1946, 
despite the fact that both labor and materials were 
in more plentiful supply. The months of April and 
May 1947 showed only slight increases over the 
corresponding months in 1946. However, dwelling 
units started in June numbered 77,200, compared 
with 64,100 in June 1946. In July the rate of in- 
crease rose even further with 80,000 new units, com- 
pared with 62,600 in July 1946. The gap was 
widened even more in August with 83,000 new 
dwelling units, compared with 65,400 during the 
month of August last year. 

The greatest, and most surprising, increase of all 
was recorded for September 1947 when 88,000 new 
dwelling units were commenced. This figure com- 
pares with 57,600 during September last year. 

Obviously, this peak building boom is running 
against normal seasonal tendencies and has more 
than offset the static conditions encountered earlier 
in the year. It may be too early to interpret the 
current boom as a long-range trend. The determin- 
ing factor will most likely be the degree to which 
buyers’ resistance is asserted in the future. 

That New England, as well as the rest of the na- 
tion, is experiencing an expansion in construction 
activity is shown in scattered reports on key areas. 
Construction starts in the period of January through 
August this year ran nearly 60 per cent ahead of the 
same period of 1946 in the Boston area. Similar in- 
creases of 13 to 25 per cent were reported in the 
Springfield, Worcester, and Plymouth County areas. 


Bottlenecks Largely Eliminated 


In the May, June, and July, 1946 issues of the 
Monthly Review, emphasis was given to the severe 
shortage of labor and materials as an obstacle to 
home building. Today it can be reported that con- 
siderable headway has been made since that time 
both in production increases and labor supply. The 
average time needed to build a single-family house 
has been cut down for the country as a whole from 
eight to five months. Reduced construction delays 
and improved building efficiency have resulted 
from the current freer flow of materials and an in- 
creased supply of labor to the contractor. 

Improvements in the materials situation came 
late in 1946 when basic construction items came 
into somewhat better supply. Largest production 


October 1947 


advances during 1947, according to Department of 
Commerce findings, were registered in hardwood 
flooring, softwood plywood, clay sewer pipe, cast 
iron soil pipe, gypsum board and lath, cast iron 
radiation, asphalt roofing materials, and warm air 
furnaces. All had been in critically short supply 
since early 1946. 

The building materials picture is not an entirely 
optimistic one, even now. Demand for a few crucial 
materials in August 1947 was out of line with the 
supply then being made available tobuilders. Mill- 
work and flooring, cast iron soil pipe, sheet steel, 
and electrical supplies in general are still inadequate 
despite recent production increases. ! 
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Moreover, production of building materials in 
general has actually declined since the index peak, 
which was reached in October 1946, of 151 per cent 
of the 1939 monthly average. By April 1947 the 
index had dropped to 138 and to 135 in July. How- 
ever, compared with the early months of 1946 when 
the index was below 100 per cent of the 1939 aver- 
age, the production situation today is considerably 
brighter. 

Coincident with increased production of building 
materials, prices have advanced steadily during the 
past year. The rise in all building materials prices 
from July 1946 to July 1947 was 34 per cent as re- 
ported in the Bureau of Labor Statistics index. This 
compares with a 97 per cent increase since August 
1939. The most spectacular price increase within 
the past year has been in lumber, which registered 
a 52 per cent increase. Paint and paint materials 
follow with a 40 per cent rise above last year. 

Average prices of all important building mate- 
rials, except cement and structural steel, surpassed 
in July 1947 their World War I price levels. Depart- 


1 Department of Commerce, Construction and Construction Materials, August 1947, PP- $-7 
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ment of Commerce statisticians predict no foresee- 
able materials price declines during the remainder 
of the year. 


Labor Supply 


Iilustrative of the improvement in labor supply 
is the 18 per cent increase in New England employ- 
ment in contract construction from June 1946 to 
June 1947. Wage rates, however, have gone up 
just as have the prices of materials. September 
1947 wage scales can be compared with those pre- 
vailing in April 1947 when the Wyatt program was 
officially sanctioned by Congress. Bricklayers in 
the city of Boston received $2.15 per hour in 
September 1947, compared with $1.72 per hour in 
April 1946; carpenters, $1.90 (April 1946, $1.60); 
electricians, $2.15 ($1.721%); painters, $1.8714 
($1.44); plumbers, $2.00 ($1.7214); and building 
laborers, $1.40 ($1.15). Union wage scales in other 
New England cities reporting to the Bureau of 
Labor Statistics show parallel rises. 

One important cost-reducing factor has been 
the substantial shortening in the length of time 
normally required for construction. Over one-half 
of the one-family houses under construction in 
Boston during July 1947 will be completed in three 
months or less, according to builders’ reports to 
the BLS. Only 14 per cent are currently expected 
to require more than six months for completion. 

The aggregate effect of increases and decreases in 
construction items is reflected in changes in the Fed- 
eral Home Loan Bank building cost index. These 
statistics reveal that the national average cost of 
building a six-room frame house increased 35 per 
cent between VJ-day and July 1947. Comparable 
estimates for Boston register a 38 per cent rise, 
somewhat more than in the country generally. 
Increases since VJ-day in Portland, Maine, and 
Hartford, Connecticut, were 34 per cent and 29 per 
cent, respectively. 

Fairly wide variations from city-to-city in aver- 
age costs of new homes are shown in BLS reports 
compiled by the Boston Regional Office. These are 
based on the estimated costs (excluding land) of 
single-family units started. In July 1947 Boston 
costs exceeded those of other New England cities 
with an $8,000 average cost estimate on new Starts. 
The range in other communities went from $3,900 
in Brockton to $6,000 in Worcester, $6,300 in 
Burlington, Vermont, and $6,400 in the Springfield- 
Holyoke area.2 

Housing Demand 


The influence of rising housing costs on housing 
demand is difficult to measure. Findings of the 
Massachusetts State Board of Housing and the BLS 
that prices of homes are beyond the purchase or 
woe range of the average veteran are not easily 
reconciled with the apparent boom in housing 
starts. Of course, it may be that non-veterans are 
doing most of the purchasing. Or, it may be that 
housing now under construction may yet meet with 
the buyers’ resistance implied in the findings of the 
above-named agencies. At any rate, their findings 


2City-to-city differences in cost estimates, of course, reflect differences in the standard 
and type of housing demands as well as actual cost discrepancies. 
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are presented in an effort to cast all possible light 
on an admittedly confused situation. 

The Massachusetts State Board of Housing, in 
a recent study of housing supply and demand in the 
state, found that new units currently put on the 
market are not generally within the cost or rental 
range of the veteran. 

The average value of new housing units for which 
contracts were let in August 1947 was $8,535, ac- 
cording to the F. W. Dodge Corporation reports. 
Comparable figures for August 1946 yield an aver- 
age value per residential unit of $7,580. This value 
is On prospective home-building for which con- 
struction contracts were awarded. It should not be 
confused with the value of construction starts or 
contractors’ cost estimates. Per square foot, the 
value on residential contracts awarded went up 
from $6.04 in August 1946 to $6.86 in August 1947. 


N.E. Buyers’ Resistance 


Demand of the average Massachusetts veteran, 
as measured by his ability to pay, has been for a 
home costing him $40 a month. ‘‘Typical’’ housing 
units privately built this year have been designed 
to rent or to sell on an amortized home purchase 
payment basis for $80 monthly. Only the public 
sector of house construction falls within the $40 
cost Classification generally desired. 

Buyers’ resistance to present high building costs 
was more evident in New England than elsewhere. 
This as gee although a higher propor- 
tion of married veterans here were living in rented 
rooms or ‘‘doubled-up’’ than was true of the coun- 
try generally. 

Veterans were asked in a BLS survey what their 
housing plans within the next 12 months would be if 
dwellings were only available at prices and quality 
current at the time of the survey. In 11 of the 12 ur- 
ban areas covered in New England, less than five per 
cent of all veterans interviewed said they planned 
to buy or build new homes. For the country as a 
whole, five to nine per cent was the “‘typical’’ pro- 
portion of veterans willing to undertake new hous- 
ing commitments at current inflated prices. Even 
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under favorable price terms, New England veterans 
were still somewhat more reluctant to buy houses 
than was the average veteran in the nation at large. 


Ability to Buy 


This reluctance to buy homes now should not 
be confused with ability to do so. The ability of 
individuals to buy houses, as measured by their in- 
comes, has steadily continued to improve. The 
increase in New England's per capita income from 
1940 to 1946 of 82 per cent has more than matched 
a 55 per cent rise in residential building costs. 

The gradual decline in costs of home-financing 
has been another factor tending to improve the 
average ability to own new homes. Interest rates 
on outstanding real estate loans held by Massachu- 
setts Mutual Savings Banks have been cut to 4.41 
per cent in 1946 from 4.50 per cent in 1945. 

New England rents were virtually ‘‘frozen’’ at 
their 1942 levels until July of this year. Since 


July 1 landlords under the Housing and Rent Act of 


1947 have been permitted to negotiate new leases 
raising rents as much as 15 per cent. Rent-increas- 
ing leases by October 3 had been filed on almost 


seven per cent of the 1.4 million units in New Eng- 
land subject to rent control regulations. 

The outlook for residential construction in this 
district should be favorable when income, home- 
financing, and rent factors are considered. The 
major question-mark is whether buyers’ resistance 
to present high building costs is going to become 
stronger than it has been up to the present time. 
Such resistance may well determine the future 
trend of construction activity. 

Rightly or wrongly, builders are demonstrating 
confidence that demand for housing will be strong 
even in the face of adverse high prices. It is pre- 
dicted that 800,000 starts can be anticipated for 
1947 even if contractors should slow up operations 
in the fall, as they generally do. Income compari- 
sons indicate that among the public generally the 
money to buy homes is available, even though 
prices are beyond the means of the average war 
veteran. 

The next few months will give the answer to the 
question whether construction starts will continue 
at seasonally adjusted rates comparable to the peak 
registered in September. 


Boost in Forest Production Seen Essential 
to Growth of N.E. Paper Industry 


Ee paper and allied products industry has a 
bright future in New England, providing two 
requirements are met. 

This is the conclusion of a preliminary survey 
of New England woodlands conducted by the re- 
cently-appointed forestry economist of the Federal 
Reserve Bank of Boston.! 


Pointing out that paper and allied products 
ranked eighth among New England manufacturing 
industries in number of employees as of June 1947, 
the survey states that the future of the industry de- 
pends upon: 

1. Sufficient modernization of production facil- 

ities. 

2. Increasing forest productivity. 

Unless the efficiency of the producing plants is 
sufficiently raised, there is real danger of damaging 
competition from other parts of the country which 
are on a lower production-cost basis when demand 
becomes less urgent. This condition is further ag- 
gravated by the lower wage rates prevailing in some 
other areas. Regardless of the merits of either high 
or low wages, however, areas like New England 
where wages are relatively high may derive definite 
advantages for labor, particularly for skilled labor 
such as the paper and pulp industries so largely 
employ. 

The other requirement, of equal and possibly 
greater importance, relates to the supply of pulp- 
wood. New England imported 24 per cent of the 
pulpwood consumed by its pulp mills during the 
period 1943-1946. Most of this came from Canada. 
It is true that some pulpwood goes out of New Eng- 


1This survey was published in Paper and Paper Products, September 5, 1947. 
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land, largely to mills in New York State, but so 
large an importation from Canada and elsewhere 
indicates a potentiality for expanding pulpwood 
production in New England. Canada’s shipments 
to the United States may be diminished by the re- 
quirements of its own mills or by a change in the 
policy of the Canadian Government. 


Could Produce More 


Any appreciable loss of pulpwood imports would 
result either in a reduction of pulp production in 
New England or in heavier cutting of New England 
forest stands. Resorting to the latter might or 
might not be desirable, p Hi upon conditions 
in the forests that unfortunately are not too well 
known at the present time. However, New England 
forests are potentially capable of producing far more 
of all types of wood products than they are now 
doing. They are physically capable of growing 
around three times the quantity of lumber and pulp- 
wood currently being taken out of them. 

That the paper and allied products industry is 
important to New England's economy is illustrated 
by the fact that it ranks second in manufacturing 
employment in Maine, with 17 per cent of the total, 
and ranks third in New Hampshire, with nine per 
cent. One hundred and eighty-five paper, paper- 
board and pulp mills are scattered all over New 
England and contribute importantly to the liveli- 
hoods of many communities and families. 

The dependence of New England upon wood-using 
industries and the importance of forests as a natural 
resource afford the Federal Reserve Bank of Boston 
an opportunity for further study of New England 
woodlands. Such research will continue to receive 
the attention of the bank's forestry economist. 




















Rising Prices Attend Business Recovery 


USINESS activity in NewjEngland has exper- 

ienced a marked improvement since early sum- 

mer but the improvement has been accompanied by 

further inflationary pressure on the price structure 
which has become the object of much concern. 

The national index of industrial production rose 
in August after four months of decline. This rever- 
sal of trend was reflected by increases in manufac- 
turing employment in the three industrial states of 
southern New England for the first time since 
February or March. Increases were especially 
marked in nondurable goods industries, which had 
borne the brunt of the earlier recession. Textile 
mills rehired much of their labor and the worsted 
goods section seemed assured of large-scale opera- 
tions well into 1948. The apparel industry was 
busy filling orders for new style women’s clothing. 
Large volumes of late orders for women’s style and 
novelty footwear revived the shoe and leather in- 
dustries, although total shoe production remained 
well below 1945 operating levels and the important 
Brockton area failed to participate much in the 
general recovery. There was a marked increase in 
operations in the jewelry, silverware and plastic 
novelty industries, largely in anticipation of the 
Christmas trade. 

Durable goods manufacturing was sustained at 
a generally high level although some metal goods 
industries were hampered by a lack of orders or in- 
adequate supplies of steel. 

The F. W. Dodge Corporation reported a rapid 
increase in construction contracts awarded in New 
England to reach the second highest postwar peak 
during August. The August total, however, in- 
cluded three large apartment house projects and a 
hydro-electric development, and the September 
total dropped back to a more normal level. Never- 


INDUSTRIAL PRODUCTION 


theless, construction activity remained high com- 
pared with prewar levels, and there was a scarcity 
of some types of construction labor. 

Although August was a generally poor month for 
retail trade in New England, department store sales 
snapped back in September to a level above that of 
a year ago. Yet a greater stringency in consumer 
purchasing power was evidenced by an increasing 
percentage of instalment sales, slower credit collec- 
tions and a greater tendency for customers to shun 
higher priced goods in upstairs departments in favor 
of basement bargains. 

The smallest monthly increase in mutual savings 
bank deposits since May 1942 indicated that con- 
sumers were devoting an increasing proportion of 
disposable income to expenditures. 

Commodity prices, which showed little change 
during the second quarter of 1947, surged upward in 
the third quarter f anc which time the wholesale 
price index rose for 12 consecutive weeks. Con- 
sumer prices paralleled this course. Following the 
bituminous coal wage accord, prices of coal and 
steel, two basic commodities, advanced and set off 
a chain of price advances in derivative and related 
commodities. Even more spectacular were price 
gyrations for certain foods and farm products, 
notably hides, wheat, and cocoa. 

The underlying inflationary forces causing this 
upward thrust are generally recognized as heritages 
of the war era beyond immediate power of correc- 
tion. However, a continuation of the current move- 
ment can generate greater dislocations. On the 
other hand, voluntary curbing of domestic demand, 
a selective lending policy of commercial banks, 
greater productivity, and moderation in demands for 
wage increases could tend to bring the current in- 
flationary upsurge of prices to a halt. 
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The seasonally adjusted index of industrial production in 
August bounced back from its July slump, due mainly to the 
higher output of soft goods and soft coal. Durable goods 
manufacturing was 1.4 per cent higher than in July and non- 
durable goods manufacturing was 3.0 per cent higher. 
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The Massachusetts retail price index advanced 1.5 per cent 
during August and 2.0 per cent during September to a level 
of 7.8 per cent above that of September 1946. While in- 
creased prices were most noticeable for food, they were also 
quite general for clothing, shelter, fuel and light. 
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BUSINESS FAILURES AND LIABILITIES 
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Business failures in recent months have been fewer than 
earlier in the year but they have been more numerous com- 
pared with recent years. September 1947 failures in New 
Csglana were the most numerous for any September since 
1942 and exceeded those for September 1946 by 73 per cent. 


September bank debits showed seasonal recoveries from their 
—_— low volumes, amounting to 12 per cent in New Eng- 
land and 9.0 per cent in the United States. Compared with 
September 1946, percentage increases were 7.5 for New Eng- 
land and 9.7 for the United States. 
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New England mill consumption of raw cotton continued to 
decline through August although sentiment was optimistic 
for increased activity in the fall. Wholesale prices of fin- 
ished textile products continued to increase but prices of raw 
cotton dropped from the July peak. 


SHOES AND LEATHER 


Fine wool prices at our foreign wool auctions in September 
were 10 to 25 per cent above June levels. Medium wools are 
plentiful and there is only a moderate demand for them in the 
United States. Domestic wool prices in Boston were over 
50 per cent above 1935-39 levels at the end of September. 


BUILDING AND MORTGAGES 
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New England shoe production turned sharply upwards in 
August but was still 27 per cent below August 1946 produc- 
tion. Demand for women’s style and novelty footwear stim- 
ulated employment in many shoe centers although activity 
remains sluggish in the Brockton area producing men’s shoes. 
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MONTHLY REVIEW OF THE 


Construction contracts awarded in New England rose to 
their second highest postwar peak in August but then 
dropped sharply. September 1947 total awards were 35 per 
cent less than in August and 41 per cent less than in Septem- 
ber 1946. Residential awards dropped comparably. 
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MACHINERY 


METAL PRODUCTS 
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Latest studies show that wholesale prices for general and 
auxiliary machinery and equipment have continued their 
uninterrupted rise since late 1945. Recent price increases were 
noted for certain scientific instruments, machine tools, weld- 
ing rods and lubricating equipment. 


The wholesale price index for iron and steel and their prod- 
ucts continued to advance in July and August because of in- 
creased costs of labor and material. The index for nonferrous 
metals leveled off as some prices for copper, brass and silver 
eased from earlier high positions. 
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YIELDS ON U. S. SECURITIES 


MONEY RATES 
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Trends toward higher short-term interest rates continue. 
This development has aided in reducing buying pressure on 
long-term Government bonds and slowing monetization of 
the bank-held Treasury debt. Long-term Treasury rates con- 
tinue relatively steady. 


DEMAND DEPOSITS, LOANS, INVESTMENTS, AND RESERVES 


An important recent change in the capital markets has been 
the increase from 0.3 to 0.4 per cent in yields between high- 
grade corporate and long-term taxable Treasury bonds. This 
reflects market reappraisal following firmer Treasury short- 
term rates and recent offering of Series A bonds. 
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Commercial loans rose during the third quarter. Increased 
inventories and receivables were important factors in the 
rise. Consumer and real estate loans also expanded further. 
Total loans reached $22 billion. Gold inflows and other 
shifts of funds to commercial bank account eased reserves. 


MONTHLY REVIEW OF THE FEDERAL RESERVE BANK OF BOSTON 





Expansion of loans in N.E. proceeded less rapidly during the 
third quarter than in the U.S. Commercial loans, however, 
ra the greatest increase, reaching a $663 million peak. 
Consumer and real estate loans also advanced. Total loans, 
passed the $1 billion mark during October. 
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